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KEY ECONOMIC INDICATORS - SWITZERLAND (A) 
(Million Swiss Francs - SF) 


INCOME, PRODUCTION, EMPLOYMENT 1984 1985 1986 1984 1985 


GDP at current prices 213,230 227,760 118,460 
- private consumption 133,610 140,605 69,455 
- government consumption 28,925 30,585 16,260 
- fixed investment 49,800 54,200 26,940 
GNP at 1970 prices 105,450 109,690 55,775 
GNP per capita, current prices (sf) 34,752 36,334 

Saving as pet of disposable income 58 6.1 

Employment ,excl.agriculture (million) 93 2.96 

1 


2 
Unemployment (pct of total workforce) 1. 1.0 


INDICES 

New industrial orders (1975 = 100) 156 160 

Industrial production (1963 = 100) 155 164 

Retail sales (prev. year = 100) 103.4 104.7 104.9 
Real wages (previous year = 100) 99.6 100.2 

Consumer prices (dec. 1982 = 100) 103.9 107.4 108.3 
Wholsale prices (1963 = 100) 175.5 179.5 173.3 


MONEY 

Adj.central bank money (ACBM) (avg) 30,484 31,142 31,442 
Federal debt 27,736 29,266 

Central bank discount rate (Pct) 4.0 4.0 4.0 
Governm.bond yield (end period pct) 4.55 4.70 4.43 


BALANCE OF PAYMENTS AND TRADE 

Gold & foreign exchange reserve(avg) 42,383 47,999 45,913 
Imports (cif) (goods) 69,024 74,785 37,573 
Exports (FOB) (goods) 60,654 66,624 33,555 
Balance of trade -8,370 -8,161 -4,018 
Imports from u.s.a. 4,563 4,391 2,146 


Exports to u.S.a. 5,943 6,871 3,240 
Current account balance 10,267 12,788 7,074 


MAIN INDUSTRIAL IMPORTS FROM THE U.S IN 1985 (SF MILLION) 


Aircraft and Aircraft parts 271 Organic chemicals 303 

Industrial machinery and power equipment 1,001 Optical, Medical, and industrial 
Electro Technical Machinery 394 Process and Control Instruments 361 
Road vehicle equipment 61 Precious stones and jewelry 447 


A) All figures are in million SF except where noted otherwise. Yearly average 


exchange rate was SF 2.348/USD in 1984 and SF 2.452/USD in 1985; six month average 
exchange rate for Jan.-June 1986 was SF 1.922/USD. 


B) 1986 statistics reflect the following: cumulative total for Jan.-June: GDP data, 
imports, exports, trade balance, current account; end of June: money statistics and 
gold and foreign exchange reserves; second quarter: employment and unemployment 

rate, consumer and wholesale prices, industrial orders and production, retail sales. 


Sources: Die Volkswirtschaft, Wirtschaftsspiegel, and Schweizerische Nationalbank, 
Monatsbericht. 





ECONOMIC OVERVIEW 


1985 was an excellent year as Swiss real gross domestic product expanded 
4.0 percent. Private consumption should provide solid support for a more 
moderate 2.4 percent real growth in 1986 as export advances begin to slow. 


Switzerland has made significant progress in restraining price increases 
and reducing unemployment. Consumer price index increases have slowed 
from an already modest 3.4 percent average in 1985 to 0.8 percent during 
the 2nd quarter of 1986. Unemployment has moved down from an average 1.0 
percent to 0.7 percent by mid 1986. 


Monetary and fiscal policies have been steady and account in no small 
measure for Switzerland's excellent economic performance. The central 
bank has focused on price stability as its primary objective, holding 
monetary base growth to around 2.0 percent in the last two years. The 
federal government has followed a conservative path and has eliminated an 


already modest deficit of 0.3 percent of GNP in 1985, expecting a slight 
surplus in 1986. 


ECONOMIC PERFORMANCE AND OUTLOOK 


1985 was a banner year for the Swiss economy. Real GDP expanded 4.0 
percent as the economy turned in a strong performance throughout the 

year. Major factors contributing to these good results were a 10.4 
percent real increase in equipment investment and a solid 8.3 percent 

rise in the export of goods and services. As benefits of the higher 
economic activity worked through the economy, private consumption 
steadily grew in strength throughout the year, compensating for the 
modest slowdown in investment and export growth during the fourth quarter. 


Private consumption was a key factor in 1985 and will set the pace for 
the Swiss economy in 1986. In 1985 disposable household income expanded 
5.6 percent, with the portion of this income channeled to savings 
notching up from 5.8 to 6.1 percent. Retail sales grew at a healthy 4.7 
percent rate. Sales of food items, paper and office supplies, watches 
and jewelry, office equipment, and sporting goods out performed the 
overall average increase of all product sales. During the first half of 
1986 retail sales have continued to advance at about the same rate. 
Consumers, however, are showing more interest in durable goods, 
particularly automobiles and household appliances. 


Switzerland's industrial production grew 6 percent in 1985, pushing 
Capacity utilization up to 85 percent. The important machine, chemical, 
and watch industries all had production increases above the average. 
Industrial sales climbed 7 percent in 1985, a modest improvement above 
1984's 5 percent expansion. 
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The good industrial production performance is due, in part, to an ll 
percent surge in orders received in 1984, predominantly from foreign 
purchasers. In 1985 new order increases have slowed to 3 percent and 
registered a decline (year-over-year) of 4 percent in the first quarter 
of 1986 as foreign orders contracted 8 percent. Nonetheless, total order 
levels still are around 6 percent above last year's level, and production 
is up a modest 3 percent during the first half of the year. 


Foreign commerce plays an important role in the Swiss economy as exports 
of goods and services contribute nearly 40 percent to the gross domestic 
product. Exports of goods and services have led the Swiss economic 
recovery over the last two and a half years. In 1984 and 1985, real 
exports rose 6.4 and 8.3 percent, respectively. This heavy reliance on 
exports, which are triggered by orders received several months earlier, 
explains, in part, the phenomenon that Swiss economic performance tends 
to reflect economic activity in its major trading partners, with a time 
lag. West Germany, U.S.A., France, Italy, and the U.K. are its primary 
markets. Swiss exports tend to be concentrated in investment and 
semi-finished goods, with the machine, metal, and chemical sectors 
accounting for 70 percent of all exports in 1985. 


Imports typically are a leading economic indicator as Switzerland takes 
in primarily raw materials, semi-finished products, and investment 
goods. Real imports advanced 7.1 percent in 1984 and 5.0 percent in 
1985. Major suppliers are West Germany, France, Italy, the U.K. and 
U.S.A. Principal imports into Switzerland include machines, chemicals, 


food, energy goods, textiles and clothing, and transportation equipment. 


Switzerland traditionally enjoys a low unemployment rate. This 
extraordinary performance is based on a strong social concensus on 
solving income distribution issues through cooperative approaches in 
labor negotiations and on Switzerland's success regarding price 
stabilization. After hitting its high of 1.1 percent in 1984, the 
unemployment rate fell to 1.0 percent in 1985 and moved down to 0.7 
percent by mid-1986. The overall employment index jumped to 100.3 (third 
quarter 1975 = 100) in the second quarter of 1986 on the strength of 
employment gains in the machine and banking industries. The number of 
open positions have climbed steadily since the beginning of the year, 


expanding a healthy 41 percent in the second quarter over the previous 
year's level. 


The consumer price index (CPI) advanced 3.4 percent in 1985, but 
performance during the first half of 1986 has been much better. 
Year-on-year price increases have steadily slowed since the first 
quarter, with the second quarter's increase averaging only 0.8 percent. 
Much of this improvement, however, is due to a stronger Swiss franc and 
lower energy import costs. Thus, while the cost of imported consumer 


goods fell 4.1 percent in the second quarter, the cost of domestic goods 
jumped 2.8 percent. 
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MONETARY AND FISCAL POLICIES: STEADY 


The Swiss National Bank (SNB) has announced targets for money growth 
since 1975 pursuing its policy of domestic price stability. When the 
Swiss franc was rapidly appreciating in 1978-79, exchange market 
stability became the focus of the SNB'‘'s attention as export industries 
were concerned about potential near-term loss of price competitiveness. 
The expanding money supply emanating from the SNB's exchange market 
intervention led the SNB to adopt a restrictive monetary growth policy 
after returning to its original policy and monetary targeting in late 
1979. 


In 1985, adjusted central bank money (ACBM) grew an average of 2.2 
percent, under the SNB's 3 percent target. Although 2 percent was set as 
the growth target for 1986, the SNB might undershoot the target again. 

In the first half of this year, ACBM growth has averaged 1.7 percent. 


Fiscal policy in Switzerland is of limited significance as a factor in 
overall economic activity. Confederation (federal) expenditures 
constitute one third of total official outlays, with the remainder made 
by cantonal and local governments. According to the consolidated budgets 
of all governments, total expenditures were SF 62.8 billion in 1985, with 
combined deficits of around SF 2.1 billion. In 1986 governments expect 
to spend about 5 percent more, but trim deficits to SF 1.3 billion. The 
Confederation is working hard to reduce its already small deficit. While 
1985's federal government deficit was around 0.3 percent of Swiss GDP, 
the Confederation plans to run a SF 100 million surplus in 1986. 


OUTLOOK 


On the whole, indications suggest that the moderate 2.4 percent real GDP 
growth of the first half is likely to be sustained for the remainder of 
the year. Private consumption should hold up, but exports should show 
only moderate advances as manufacturers’ work off back orders. Equipment 
investment should remain strong, although much of it will be through 
imports, providing little direct boost to GDP growth. 


For the year, private forecasters estimate real GDP to grow around 2.4 
percent. Inflation should remain subdued, although prices of domestic 
goods continue to exert upward pressure, pressure that may become more 
evident if energy costs start to move up. The unemployment rate should 
hold around 0.7 percent since further gains become more difficult as the 
pace of economic activity moderates. 
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CURRENT ACCOUNT: ANOTHER STRONG SURPLUS 


Switzerland traditionally runs a current account surplus, and 1985 was no 
exception. Last year Switzerland's current account surplus totalled SF 
12.8 billion, compared to SF 10.3 billion in 1984. The primary factors 
for the increase were the small merchandise trade deficit (which includes 
trade in precious metals, stones, etc. not reflected in "special trade" 
statistics) narrowing to SF 8.7 billion and net income on capital 
Climbing SF 1.1 billion to SF 16.9 billion. 


In 1986 Switzerland again should register another healthy current account 
surplus. The trade deficit has fallen in the first half of the year, 
although tourism and capital income have declined. The Swiss National 
Bank estimates that the current account surplus has been around SF 7.1 
billion in the first half of the year. 


AGRICULTURAL ECONOMY AND POLICY 


In CY 1985, retail food, beverage and tobacco sales moved up 5.6 percent 
(nominal terms) compared to the 4.3 percent increase in CY 1984. Sales 
are expected to increase at a higher rate in CY 1986 mainly due to an 
anticipated significant growth in real disposable consumer income. 


Food industry sales reached SF 5.4 billion, up from SF 5.2 billion in CY 
1984, a 2.2 percent increase in real terms. The main impetus resulted 
from the 10.9 percent increase in export sales. Domestic sales increased 
only moderately by 3.9 percent. Domestic sales in 1985 accounted for 83 
percent while export sales reached 17 percent of total sales. 


According to the Swiss Farmer's Union the value of the agricultural 
output in 1985 has decreased by 1.1 percent to SF 8,818.5 million. 
Despite the decline in value, 1985 will still be remembered as a year of 
above production. In CY 1985, total agricultural output accounted for 
3.9 percent of the nominal GDP. 


With the exception of vegetables, wine, and hay, values of output of all 
fields crop production were lower than in 1984. Lower values of outputs 
were caused by declining yields per hectares. The most significant 
decline of 8.7 percent in terms of value was recorded for grains. An 
outstanding growth in output was registered for grapes. In CY 1985, 
total wine production (including grape juice) reached 125.0 million 
litres, up from 117.9 million litres in CY 1984. 


The output of the animal husbandry sector remained at an unusual high 
level similar to 1984. The value of milk production dropped by 2.4 
percent. On the other hand, the respective figure for beef and veal 
increased by 1.6 percent. Due to lower producer prices for cattle, the 
decline in value of milk output was only partially offset by the higher 
value of beef and veal production. Overall, the results from the 
different sectors of animal husbandry widely reflect the cyclical 
production pattern in these sectors. A significant higher value of 
output was recorded for the export of Swiss breeding cattle. However, 
international marketing of cattle still contributes less than half 
percent of the total agricultural output. 
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Early estimates for 1986 indicate lower production for most field crops, 
mainly brought about by bad sowing conditions in spring. Beef and milk 
production are expected to decline slightly as a result of very serious 
marketing difficulties for these products. 


Swiss agricultural policies in 1985 indicated the Government's intention 
to retain, in principle, the current policy of maintaining the Swiss 
farming sector by cost-covering producer prices. However, due to steady 
surplus production of milk, beef, breadgrains, potatoes, fruits and wine, 
and extremely high domestic prices for these products, critics express 
concern that surpluses can be reduced with the current official 
agricltural policy which is far from a market-oriented policy. In 
September 1986, for the first time in 30 years, Swiss voters rejected an 
issue supporting domestic agriculture. A majority of 61.7 percent Swiss 
voters rejected the revision of the domestic sugar beet quota from 
850,000 MT to 1,000,000 MT which would have entailed higher import 
restrictions and prices to the consumer. The rejection of the ordinance 
is interpreted by many as a vote of no confidence in the Swiss 
agricultural policy and is a first signal of possible changes in Swiss 
agricultural policy. Government officials are concerned that the result 
of the sugar referendum might motivate Swiss voters to request 
referendums on various upcoming agricultural issues, such as the revision 
of the milk ordinance in May 1987. 


IMPLICATIONS FOR THE UNITED STATES 


The steady growth of the Swiss economy coupled with the sharp decrease in 
the exchange value of the dollar should place U.S. suppliers in their 
best competitive position in the Swiss market since the late seventies. 
The nominal Swiss Franc/U.S. dollar exchange rate has fallen from a high 
of SF/US$ 2.94 on March 6, 1985 to SF/US$ 1.63 as of mid-October 1986, a 
deep cut of 55 percent. However, the enormous decrease in the dollar's 
exchange value will not turn the trick by itself. U.S. suppliers must 
exploit the opportunity presented to promote their products aggressively 
to recapture market share lost to other suppliers. Price alone, 
moreover, does not sell products in Switzerland. Quality, service and 
reliability are equally important. Switzerland boasts the highest per 
capita income of any industrialized country ($ 22,000 vs. $ 16,000 in the 
U.S.). In sum, Swiss customers are demanding and discerning. 


The Swiss market is wide open. Customs duties are low. Outside of 
agriculture, there are few restrictions on imports. Commercial practices 
in Switzerland are similar to those in the United States. Many Swiss 
businessmen speak and can correspond in English. All the factors are in 
Place for an upsurge in U.S. exports to Switzerland. All that is 
required in the necessary effort on the part of U.S. firms. 


Swiss Government figures for the first nine months of 1986 indicate that 
the U.S. share of the Swiss import market has dropped to 5.5 percent, a 
significant fall from the 8.2 percent market share enjoyed in 1983. 
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With a highly paid, well educated labor force and virtually no 
unemployment, Swiss firms must look to more sophisticated equipment to 
improve efficiency and productivity. Moreover, the country's labor laws 
do not permit employers to draw upon a pool of foreign labor to offset 
deficiencies in the domestic labor market. Further fueling this need for 
efficiency is Swiss dependence on foreign markets. Exports of goods and 
services represent about 40 percent of Swiss GDP. Swiss firms must 
remain efficient to survive in the extremely competitive international 
market. U.S. high technology products enjoy a favorable reputation in 


the Swiss market, and U.S. suppliers are better placed than ever to take 
advantage of this situation. 


The U.S. Department of Commerce's Foreign Commercial Service (FCS) 
located at the U.S. Embassy in Bern and the U.S. Consulate General in 
Zurich have the following promotion program in 1987 designed to assist 
U.S. companies to enter the Swiss market: 

January Visit USA Seminars 

March Printemps Informatique (office systems) 

April State Day Meeting / Investments 

May "Meet America" Business Meetings 

October TELECOM '87 

October Travel Trade Workshop 


In addition to these FCS sponsored events, U.S. firms can participate in 
a number of trade shows, many with international appeal, organized by 
trade fair authorities in Zurich, Basel, Lausanne, Montreux and Geneva. 
These trade fairs can provide U.S. firms with considerable exposure and 
offer an excellent introduction to the Swiss and other European markets. 


FOREIGN INVESTMENT 


Swiss regulations regarding foreign investment generally accord national 
treatment to foreign firms. Restrictions principally concern the 
purchase of real estate by foreign individuals and limiting the number of 
work permits for foreign workers. Neither of these restrictions 
seriously affect business operations. In addition to direct investment, 
many Swiss firms are open to licensing and joint venture opportunities. 


U.S. direct investment in Switzerland had a book value estimated at $ 15 
billion at the end of 1984. Switzerland ranks fourth as a recipient of 
U.S. investment worldwide. 


Swiss firms have found the U.S. investment climate congenial. Along with 
international giants, such as Nestlé (which acquired Carnation in 1985) 
and Ciba-Geigy, many medium size and small Swiss firms have established 
operations in the U.S. Total direct Swiss investment in the U.S. is now 
estimated at $ 7.5 billion. As a result Switzerland has become a target 
for many state and municipal organizations eager to attract investment to 
their area. The main attraction, of course, is the spectacular growth 
opportunity the huge U.S. market affords. 





TRAVEL USA 


The dollar's lower exchange value reinforces the U.S. as a favorite 
destination for Swiss travellers. An estimated 180,000 Swiss visited the 
U.S. in 1986 and are believed to have spent over $ 500 million in the 
process. In fact, the U.S. has become a bargain destination compared to 
other countries. This should make 1986 and 1987 banner years for the 
travel trade. 


The affluent Swiss are discerning travelers. U.S. tour operators should 
consider paying attention to this market through local agents or 
representatives. Tour operators, airlines, hotels and other 
Organizations servicing the tourist industry also should take advantage 
of annual travel promotion events taking place in Switzerland. The 
Foreign Commercial Service in Bern organizes two of these events, the 


Travel Trade Workshop in Montreux and the Visit USA Seminars in Lausanne 
and Zurich. 


AGRICULTURE 


In CY 1985, the United States had about 51 percent of the Swiss rice 
import market, 49 percent of oilcakes, 43 percent of oilseeds, 40 percent 
of wheat, 39 percent of raw cotton, 35 percent of dried fruits, and 34 
percent of the Swiss raw tobacco import market. Despite the relatively 
small share of total Swiss agricultural imports, the U.S. is an important 


traditional supplier of various agricultural products. The European 
Community supplied about 55 percent of total agricultural imports while 
the U.S. share declined to 5.7 percent compared to 6.3 percent. In CY 
1985, U.S. exports declined by 6.8 percent to SF 202 million. This was 
mainly a result of the high value of the U.S. dollar in 1985. Principal 
export items were cotton with $ 52 million, followed by tobacco with 30 
million, grains and grain products, oilseeds and nuts. 


The potential of expanding trade in bulk commodities depends solely on 
the Swiss crop output on a year-to-year basis. Further, imports of bulk 
commodities mainly reflect the world market situtation for the respective 
products. However, there is a very tough competition for the Swiss 
import market of grains between the U.S. and European countries, mainly 
due to price differences and the close geographical proximity of European 
countries which facilitates the timing of shipments at a lower cost. 
Therefore,’ service type activities in cooperation with market development 
cooperators must be continued if, U.S. producers are to maintain our 
current share of the market. 


Due to the high living standard in Switzerland and insignificant 
non-tariff barriers, there is a great potential of expanded sales for 
high value products, particularly aquacultural products and speciality 
crops, such as nuts, dried fruits and other processed fruits and 
vegetables. Therefore, USDA Foreign Agricultural Service intends to 
emphasize increased market penetration for these products. Market 
promotion will also be carried out for wine. 
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American business is known around the world 
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